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The making of knowledge cities: Melbourne’s knowledge-based urban development 
experience 
 
Tan Yigitcanlar, Kevin O’Connor and Cara Westerman  
 
Abstract: This paper explores knowledge city and knowledge-based urban development 
concepts, discusses the principles of a knowledge city, and portrays its distinguishing 
characteristics and processes. It analyses Melbourne’s knowledge-based urban 
development experience by scrutinising its initiatives on culture, science, technology and 
innovation, and policies in urban, economic and social development. The paper also 
illustrates how the city administration played a key role in developing Melbourne as a 
globally recognised, entrepreneurial and competitive city. It concludes with arguing 
Melbourne as an emerging knowledge city, identifying its key success factors, and 
providing some insights for policy-makers of other cities in designing their knowledge-
based urban development. 
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1. Introduction 
The last decade has witnessed a rapid evolution of the ‘knowledge city’ (KC) concept 
from early articulations of the ‘technopolis’ and ‘ideapolis’ into the ‘digital, intelligent or 
smart city’. The evolution of the concept corresponded to developing a path towards more 
viable, vibrant, and sustainable form of urban development. In turn, a city following the 
KC concept embarks on a strategic mission to firmly encourage and nurture locally 
focussed innovation, science and creativity within the context of an expanding knowledge 
economy and society. In this regard a KC can be seen as an integrated city, which 
physically and institutionally combines the functions of a science park with civic and 
residential functions. It offers one of the effective paradigms for the sustainable cities of 
the future (Yigitcanlar, 2007; Yigitcanlar and Martinez-Fernandez, 2007).  
 
The KC concept has become attractive because it relates to interest among the city 
administrations in regional development policies, as it emphasises the development and 
advancement of technologies and socio-economic activities (Oh, 2002). Even though 
references to KCs can be traced back to about three decades (Ryser, 1994; Knight, 1995) 
and some ancestral cities have had a strong association with knowledge and wisdom, it 
was only recently that cities around the world started giving direct attention to knowledge-
based urban development (KBUD) (Carrillo, 2004; Ovalle et al., 2004). This latter 
refocussing of interest of the KC idea not only drew upon the information and knowledge 
economies but also stressed that vibrant socio-cultural activities associated with conserved 
rich natural environments, quality built environments, the presence of tolerance and 
acceptance of multiculturalism, democratic, transparent and visionary governance, and 
enriched human capital play key roles (Florida; 2005; Baum et al., 2006).  
 
This new concept of KC has caught the attention of international organisations, city 
administrations, research communities and practitioners during the last few years. Major 
international organisations such as World Bank (1998), European Commission (2000), 
United Nations (2001) and OECD (2001) have adopted knowledge management 
frameworks in their strategic directions regarding global development. This array of 
strategies indicates the strength of the link that has emerged between knowledge 
management and urban development (Komninos, 2002; Ergazakis et al., 2006). The 
significant increase of KBUD strategies for the pursuit of metropolitan competitiveness of 
region is also evident in an OECD perspective (OECD, 2005) and is reiterated by city 
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administrations as diverse as Barcelona City (2003), Dublin Chamber of Commerce 
(2004) and the Victorian Government (2002a) on behalf of the Melbourne metropolitan 
area.  
 
From a research perspective it has become apparent that the nature of city development 
associated with activities in the knowledge sector requires conditions and environments 
which are different from commodity-based manufacturing (Knight, 1995). This 
understanding has emerged in a variety of KCs (i.e. Austin, Barcelona, Delft, Sao Paulo, 
and Stockholm) and has been expressed in KBUD frameworks (e.g. Larsen and Rogers, 
1988; Chatzkel, 2004; Garcia, 2004). In these approaches it is apparent that KCs draw 
heavily upon the existing cultural and industrial foundations within a city as these act as 
attractors for knowledge workers. This means these systems emerge as key drivers for the 
city’s development. In this context the question arises as to whether KC development 
simply requires reshaping a city to act as a knowledge centre, or whether KC development 
is really part of the innovation and knowledge base associated with the continuing organic 
growth of the city. 
 
The popularisation of the KC concept has fuelled many localised KBUD strategies and 
actions within many cities throughout the world, including Melbourne. It is also 
recognised that Melbourne has a strong economic and cultural foundation from which 
knowledge and creativity may be generated. Therefore, this paper analyses Melbourne’s 
KBUD experience to respond to the question asked above by scrutinising its initiatives on 
culture, science, technology and innovation and policies in urban, economic and social 
development. 
 
The structure of the remainder of this paper is as follows. Section 2 provides an overview 
of the KC concept by discussing some of the broad elements required in the development 
of a KC. The elements emphasise both the planned components of a KC and elements that 
are not planned but develop and emerge over time. Section 3 analyses Melbourne’s 
experiences and the implementation of key ingredients in KBUD. It emphasis the key 
roles state and local administrations have played in developing Melbourne as a globally 
recognised KC. Additionally, it also emphasises those components that cannot be planned, 
but are fundamental to Melbourne’s growth. Section 4 concludes with arguing that 
Melbourne is an emerging KC. This section also provides some useful recommendations 
for policy makers of other cities seeking KBUD.  
 
2. The knowledge city concept 
KCs play a fundamental role in knowledge creation, economic growth and development. 
Edvinsson (2003) describes KC as a city that was purposefully designed to encourage the 
nurturing of knowledge. The notion of KC is interchangeable to a certain degree with 
similar evolving concepts such as ‘knowledge-based clusters’ (Arbonies and Moso, 2002), 
‘ideopolis’ (Garcia, 2004) or ‘technopolis’ (Smilor et al., 1988). KC is also seen as an 
umbrella metaphor for geographical entities, which focus on knowledge creation and 
covers other knowledge zones such as ‘knowledge corridors’, ‘knowledge harbours’, 
‘knowledge villages’ and ‘knowledge regions’ (Dvir and Pasher, 2004). KCs are 
incubators of knowledge and culture, forming a rich and dynamic blend of theory and 
practice within their boundaries, and are being driven by knowledge workers through a 
strong knowledge production (Work Foundation, 2002). As societies become increasingly 
knowledge-based, the nature of city development changes because activities in the 
knowledge sector are becoming more important and they require conditions and 
environments which are very different from those required by commodity-based 
manufacturing activities in the production sector (Knight, 1995). 
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Through our review of literature it has become apparent that there are a number of broad 
components that form a KC. While it is recognised that every KC is different, and requires 
different knowledge qualities to grow, there are a number of uniform qualities that 
generally characterise a KC (see Yigitcanlar et al., 2008a; 2008b). For example, in its 
‘Strategic Plan of the Cultural Sector’ Barcelona City (2003) lists the major characteristics 
of a KC as accessibility, cutting edge technology, innovation, cultural facilities and 
services and quality education as well as world class economic opportunities. The city 
embraces diversity and culture to provide civic spaces for activities of the community 
collectiveness and associations and that foster face-to-face relations. Similarly, Van 
Winden and others (2007) build upon Barcelona’s KC elements and provide a framework 
of characteristics that structure a KC. The layers that comprise a KC include:  
 
 Knowledge base: including educational institutions and R&D activities; 
 Industrial structure: affects progress and initial development of a KC; 
 Quality of life and urban amenities: ensures a KC has necessary elements 
knowledge workers are attracted to build a strong knowledge base; 
 Urban diversity and cultural mix: as an instrument in encouraging creativity; 
 Accessibility: encourages and facilitates the transfer and movement of knowledge; 
 Social equity and inclusion: minimises social disparity and negative tensions;  
 Scale of a city: larger KCs may tend to offer a greater knowledge pool, greater 
diversity and choice for knowledge workers and businesses.  
 
Abovementioned foundations of a KC also need a strong ‘organising capacity’ to establish 
such foundations with a broad partnership of public, private, academia and community. 
Establishment of these foundations facilitate the development of ‘knowledge industries’ 
and ‘human capital’ programs which generate and attract talented workers and business. In 
this perspective, a number of fundamental KC components and development tools have 
been highlighted for further investigation (Figure 1). Those that have emerged as 
fundamental key ingredients or development tools for the creation of a KC are: technology 
and communication; creativity and culture; human capital; knowledge workers, and; urban 
development clusters and their spatial relationships. 
 
 
Figure 1. Knowledge city framework of analysis, derived from Van Winden and others (2007) 
 
2.1. Technology and communication 
Technology and communication are fundamental to ensuring the success of a KC. 
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Ergazakis and others (2006) emphasise the importance of knowledge and communication 
within a KC as they facilitate public access and sharing of ‘complete and transparent’ 
information. High level of communication, facilitated through high levels of technology, 
assures that citizens have equitable access to education, training and services which 
strengthens human capital. In a knowledge economy, particularly concerning knowledge 
intensive businesses, technology and communication are integral to the ongoing 
development of this facet of the economy (Wong et al., 2006). Maynard (2008) underlines 
the key strategy for KBUD as facilitating the diffusion of technology and communication 
by increasing competition in the telecommunications sector and making e-government a 
priority. Larsen (1999) confirms the importance of technology and communication in the 
development of a KC and also identifies the importance of the development of strategies 
to facilitate increased knowledge distribution throughout society. Building on Larsen’s 
view, Van Winden and others (2007) describe technology, science and innovation as the 
‘top section’ of the knowledge economy. They also stress that a KC can be measured by 
the level of innovation, amount of patents and R&D spending that a city-region generates. 
 
2.2. Creativity and cultural infrastructure 
Urban and regional planning has displayed a recent interest in designing development 
policies to attract international investment and encourage economic growth in KCs. These 
policies mainly focus on creating a high level of social amenity and development of 
communities and consider creativity and culture as the providers of dynamic socio-cultural 
activities and infrastructure. The primary reason of emphasising the importance of culture 
and community was mainly because places that have cultural richness and substance, 
provide outdoor activities and amenities alongside a mix of high-tech industry are the 
places to attract talent. In another words, knowledge workers are drawn to places of 
cultural vibrancy and variety (Florida, 2002). These talented workers are a core 
component of the success of a KC, generating, attracting and retaining these people within 
a city will build and foster a knowledge base and will encourage new businesses 
(Ergazakis et al., 2006; Yigitcanlar et al., 2007). To date many cities have realised this 
cultural pull and city planning and regeneration strategies have begun to reflect this 
(Gospodinia, 2005). The values associated with cultural elements of the city foster creative 
energy and draw in the innovative knowledge workers. Knight (1995: 226) depicts the 
cultural requirements of a successful KBUD by stating “the development of the 
knowledge base requires the strengthening of all aspects of a city’s cultural base”. This 
cultural base ranges from the culture within the community to the retention of heritage 
items. Florida (2005) describes a successful KC as an existing city that has undergone 
regeneration, fuelled by creativity, innovation and lifestyle.  
 
2.3. Human capital 
Educational institutions influence talent generation within a KC. Universities are seen as 
‘engines of innovation’ which create talent and foster relationships and connectivity 
between citizens within the knowledge pool (Martinez-Fernandez and Sharpe, 2008). 
Research facilities and educational institutions are a significant part of the knowledge 
bank as they play a role in establishing tolerance through exposure and acceptance of 
different environments which is strengthened through universities’ large overseas student 
catchment. Garrett-Jones (2007) reaffirms the importance of universities as knowledge 
institutions as drivers of KCs as well as anchors for knowledge workers. Van Winden and 
others (2007) establish that assessing the qualifications, skill base and university degrees, 
of a knowledge pool and understanding migratory movements of key knowledge workers 
enables an indicator for the growth and development of a KC. The development of 
strategies that facilitate investment in the producers of human capital (i.e. university) is an 
important factor in the transformation of cities into KCs (Ergazakis et al., 2006). 
 5
 
2.4. Knowledge workers  
The creative class of knowledge workers are believed to shape the performance of local 
and national economies through their problem solving, life long learning and innovative 
skills (Florida, 2005). Therefore efforts in attracting talent and investment have become 
the key factors to determine KCs’ economic as well as social competitiveness (Rogerson, 
1999). As a result, the quality of life and place in KCs is among the important issues in 
determining the ability to recruit talented new employees. According to Galbraith and De 
Noble (1988) ambiance and availability of labour and property are among the key factors 
in deciding where to locate international business investments. Cheng and others (2004) 
argue that the recent research in economic geography and urban planning confirms a link 
between human capital and economic growth of cities. Access to scarce human capital is a 
key driver for firms for clustering in a particular location, and productivity gains can occur 
through knowledge spillovers when people are collocated (Black and Henderson, 1998; 
Glaeser, 2000). Yigitcanlar and others (2007) discuss the essential policies for attracting 
and retaining knowledge workers in creative urban regions. They disclose what knowledge 
workers want while they are choosing a location to migrate. Baum and others (2006: 69) 
portray an ideal knowledge community precinct. Briefly they describe it as “a networked 
space of many places – a stimulating, disjunctive environment that both echoes the 
multiplicity of contemporary knowledge production while, in its physical quality, 
compensating for the abstract nature of such work”. They stress that creating and 
managing ‘dynamism and change’ are the two major challenges for the socio-spatial 
development of knowledge community precincts. 
 
2.5. Urban development clusters and spatial relationships 
Taking into consideration of aforementioned KC components, the importance of 
collocating KC related development such as social and creative hubs and cultural 
facilities, universities and educational facilities, R&D institutions and businesses, becomes 
apparent. Spatial relationships provide opportunities and facilitate relationships and 
knowledge sharing. KBUD and clustering of knowledge institutions provide opportunities 
for interaction, building of relationships and the facilitation of cross fertilisation of ideas 
(Larsen, 1999). This in turn provides a city-region with an economic competitive edge that 
offers a place where continuous learning, dispersion of knowledge, building of networks 
and sustainable development can occur (Gospodinia, 2005). One of the broader benefits 
for clustering activity is the accessibility to major infrastructure such as airports and 
research/educational institutions. According to Leibovitz (2004) the benefits of clustering 
for businesses include cost reductions, greater efficiency gains, greater opportunities to 
share and, provide opportunities for the development of relationships and trust between 
businesses and employees providing a larger talent pool for businesses to draw from. 
Beyond simply the clustering of economic activity, Gospodinia (2005) acknowledges the 
role of cultural clustering within a KC. Cultural clustering enlivens city areas, recreating 
and regenerating these areas into cultural hubs. These hubs become major drawcards for a 
KC to attract key knowledge workers and businesses.  
 
3. The Melbourne experience 
Australia is one of the world’s fastest growing knowledge economies. In terms of size 
between 2004 and 2007 the Australian economy moved from 13th to 10th place in the 
global national economy ranking, and in terms of ‘ease of business’ and ‘starting a 
business’ its current rankings are 7th and 1st respectively (Doing Business, 2007). In 2006, 
Australia ranked 15th in the ‘Global Networked Readiness Index’, a benchmarking tool to 
determine national progress in the impact of ICT on the world economy (Dutta and Mia, 
2007), and 19th in the ‘Global Competitiveness Index’ which provides an holistic overview 
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of factors in driving productivity and competitiveness (Schwab, et al., 2006). The number 
of Australian firms and employment in the knowledge industry is increasing tremendously 
every year, as well as the revenue in Australian information industries (Frederick and 
McIlroy, 1999). In terms of per capita use of the internet and e-government services, 
Australia is one of the world’s leading countries (Yigitcanlar, 2003). These international 
scale achievements are clear reflections of the planning and development in Australian 
cities. The current focus is on Melbourne, the capital city of the State of Victoria and the 
original national capital of Australia. In terms of population and economic revenue, after 
Sydney, Melbourne is the second largest Australian city with a population of 
approximately 3.6 million in its metropolitan area and 72,000 in the central city area. 
 
To help facilitate Melbourne’s progression to become a KC, in 1996 Victorian 
Government adopted an information technology and multimedia strategy ‘Victoria 21’. 
The strategy was developed to position the state to attract investment and create jobs in the 
knowledge sector (Frederick and McIlroy, 1999). With a focus on international 
development ‘Victoria 21’ vision was revised in 1999 and ‘Global Victoria’ strategy was 
developed and later on renamed as ‘Connecting Victoria’ (Multimedia Victoria, 2002). 
This strategy focuses primarily on: building a learning society; growing the industries of 
the future; boosting e-commerce; connecting communities; improving infrastructure and 
access; and promoting new politics (Multimedia Victoria, 2002). In 2002, Victorian 
Government launched its e-government vision ‘Putting People at the Centre’ (Victorian 
Government, 2002b). Among these strategies another important instrument for the KBUD 
of Melbourne has been its urban development plans. The 2030 Metropolitan Strategy Plan 
and 2010 Melbourne City Plan aim a KBUD to shape the future of the city as a 
prosperous, innovative, culturally vital, attractive, people focused, and sustainable city. 
Through these strategies and planning instruments, mechanisms are put into place to 
develop Melbourne as a KC. However, it can be inferred from the literature that a KC 
cannot simply be developed through strategising, there also needs to be a strong cultural, 
economic and human capital foundation to assist the cultivation of a KC. The following 
describes the implementation of key KC elements and factors within Melbourne. 
 
3.1. Technology and communication 
The role of technology in the development of a KC has been recognised by the Victorian 
Government with the launch of the e-government portal ‘Victoria Online’. ‘The Channel’ 
concept, ‘Maxi’ and ‘Do It Online’ applications and various other portals and programs 
represent further major implantation attempts in building a knowledge economy and 
society. ‘VicOne’ network is the infrastructural framework that is appointed by the 
Government. Victorian e-government policy also focuses on bridging the digital divide by 
building ICT skills in the community, providing access, and on outreach such as helping 
the development of community and business websites. These efforts resulted with a 
significant growth in internet usage within Melbourne between 2001 and 2006. During this 
period residential internet use was increased from 41 to 67 percent, where 70 percent of the 
connection was high speed broadband (ABS, 2007). The schemes for bridging the digital 
divide in Melbourne include (Griffiths, 2002: 3):  
 
 Skills.Net: over 50,000 Victorians receiving internet training and access; 
 VEEM: funding 39 councils to develop e-commerce projects for local businesses; 
 Access@Schools: 146 schools to provide after hours community internet access; 
 Regional Connectivity: six centres providing internet training for e-commerce; 
 Connected Community: funding for community groups to develop their websites; 
 Libraries Online: provides internet access in public libraries. 
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As part of the State Government’s commitment to building knowledge and innovation, a 
number of initiatives and policies were developed, mostly in the form of infrastructure 
grants, to facilitate knowledge growth. For example, ‘Science Technology and Innovation 
Initiative’ provides grants for the development of new infrastructure. Similarly, ‘Victoria 
Israel Science and Technology R&D Fund’ facilitates a relationship that enables 
international collaborative work on science, technology and R&D projects (Business 
Victoria, 2007). These strategies demonstrate the commitment of the Government in 
guiding Melbourne into a knowledge and innovation driven economy.  
 
3.2. Creativity and cultural infrastructure 
Victorian Government supports and encourages innovation and knowledge development 
to continue generating a strong knowledge economy. The Government supports growth in 
innovation and knowledge, and investment in the natural and built environment to ensure 
that Melbourne is marketed as an area that is attractive to knowledge workers and a key 
location for knowledge generating industry. While the governing instruments are in place 
to drive the economy into areas that are fuelled by innovation and creativity, Melbourne’s 
evolution as a KC is not inhibited to social and cultural norms. The Premier of Victoria 
John Brumby (2005) acknowledges the role of special events that provide opportunities 
for generating ideas and creative thinking, which leads to encouraging knowledge 
production and knowledge-based economic growth. For example, in 2005 as part of the 
‘Alfred Deakin Innovation Lectures’, 28 free lectures were delivered by internationally 
renowned thinkers, entrepreneurs, researchers and practitioners. Brumby (2005) points out 
the increasing government support in creative and cultural infrastructure and knowledge-
based investment to encourage the growth of knowledge and innovation in Melbourne. 
These recent cultural and creative infrastructure investments include: Federation Square 
Cultural Precinct; Melbourne Museum; Australian Centre for Contemporary Art; National 
Gallery of Victoria; State Library Redevelopments; and Melbourne Theatre Company. 
 
Melbourne is the multicultural heart of the nation. Melbourne’s historic growth and 
development is a key factor in its cultural and creative vitality. It has evolved into a 
cultural hotspot of Australia because of its famous art and music scenes, and architecture. 
This strong cultural and creative presence transformed Melbourne into the leading 
Australian multicultural city. Melbourne has built up a level of multicultural tolerance 
with historic infiltration of migrants. This tolerance has manifested itself into a tolerance 
for variety and difference. Melbourne is home to a population with multicultural mix of 
over 140 countries (Melbourne Vice Chancellors Forum, 2007). As of 2006, 42 percent of 
Melbourne’s residents were either born or have a parent who was born overseas. This 
presents a much greater cultural mix within Melbourne compared to the overall Australian 
rate of 28 percent overseas born (ABS, 2007). Melbourne is also an important tourist 
attraction point in Australia. In 2004 almost 30 million people visited Melbourne and this 
figure is expected to increase ten percent in 2007 (Melbourne City, 2005). Cultural and 
international sporting activities are among the major factors of Melbourne’s tourism 
attraction. For instance, Melbourne Commonwealth Games, Australia Open Tennis 
Tournament and Melbourne Cup are among the big international sporting events that 
Melbourne hosted in 2006. While Melbourne has a strong sporting culture, it is also the 
home of a large number of art and cultural activities including Australian Ballet, 
Melbourne Symphony Orchestra, National Gallery of Victoria, and Opera Australia.  
 
3.3. Human capital 
Following city administrators’ firm decision on developing Melbourne as a KC, a number 
of State and Local Government initiatives on skill development (e.g. Community Onboard 
Skill Development Workshops), particularly on knowledge sectors, have been developed 
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with an aim of augmenting human capital among the residents. Besides these community 
targeted programs, a recent study focusing on Melbourne Metropolitan Universities’ 
Contribution to KBUD has been prepared. The study came to fruition through 
collaboration of the Vice Chancellors of eight universities and the City Council. It 
recognises the role that educational institutions and students play in a knowledge economy 
and KC formation (Melbourne City, 2007a). The study reveals that through encouraging 
research and educational development Melbourne’s competitiveness can be further 
realised (Melbourne City, 2007a). It stresses that universities provide key economic, social 
and cultural institutions. This study identifies and draws upon the following benefits for 
university development within Melbourne (Melbourne City, 2007a): Develop and nurture 
human capital, adding to the knowledge pool; Function as a key economic driver through 
innovation and R&D; Establish hubs for creating, nurturing and providing of cultural 
infrastructure. 
 
University student numbers (international and domestic) currently comprise five percent 
of the total population within Melbourne, which has grown gradually since 1996 (ABS, 
2007). The impact of a university campus for KBUD can be seen through the Parkville 
knowledge precinct experience in Melbourne that also contains the University of 
Melbourne and the university’s residential campus. Within this area, demographics show 
higher than average percentage of residents within the age bracket of 20-39, a high 
overseas population, high proportion of university students within the area (40%), and a 
high proportion of residents (40%) classified as knowledge workers (ABS, 2007). 
O’Connor’s (2005) research on international students and global cities shows that 
Melbourne is a globally significant destination in attracting international students. The 
study reveals that the number of international students in Melbourne universities, in 2002, 
was 33,061 which ranked Melbourne fourth in the global arena after New York, London 
and Los Angeles and followed by Sydney, San Francisco and Boston. Among the five 
largest Australian tertiary institutions in terms of international student enrolments top two 
places were filled by Melbourne universities of Monash University and Royal Melbourne 
Institute of Technology. University of Melbourne was another Melbournian university in 
the top five (O’Connor, 2005). Beside these three globally known universities there are 
five other universities operating in Melbourne. These eight universities account for one 
third of Australia’s international students. They deliver highly relevant and accessible 
tertiary education courses and conduct collaborative research with international companies 
such as 3M, BMW, Bosch, Ford, GE Money, IBM, NEC, Philips, Toshiba, Toyota, and 
Unisys.  
 
3.4. Knowledge workers 
There has been a massive growth in general in Australia and in particular in Melbourne in 
highly-skilled professional jobs since the 1980s. This is a clear reflection of the growing 
knowledge economy where it also caused growth within the labour market in low-skill 
jobs (e.g. service sector). A high proportion of knowledge workers indicate Melbourne’s 
strong ability to create and use knowledge throughout the economy and in Melbourne’s 
labour force, currently knowledge workers represent close to half of all employed persons 
(DIIRD, 2007). In 2004 the most common type of workers in Melbourne were knowledge 
workers (38%) which are composed of managers and administrators, professionals and 
associate professionals. In 2006 the ratio of knowledge workers to all workers increased to 
44.9 percent. Finance and business services, followed by the wellness sector were the 
largest knowledge industries in the city. The number of employees in these services was 
53,810 in 2006, where the total employment grew from 322,158 to 376,434 persons 
between 2002 and 2006 (ABS, 2007; Melbourne City, 2007b). Melbourne’s mature film-
making industry, which has spanned over 100 years, is evidence of the creative culture and 
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industry that defines the city. Creative industry workers in 2006 reached up to almost 
seven percent of the total employment (25,324 employees) (ABS, 2007; Melbourne City, 
2007b).  
 
3.5. Urban development clusters and spatial relationships 
During the 20th century Melbourne was shaped mainly by manufacturing activities. 
According to Brain (1999), in the new millennium urban processes are now being shaped 
by the rise of 21st century occupations, which include business analysts, computing 
professionals, legal professionals, finance managers, media producers, ICT managers, and 
policy and planning managers. As a result of the spatial urban change in the city, these 
jobs are concentrated in Melbourne’s core (Dodson and Berry, 2004). Melbourne City 
administration is well aware of these urban processes and municipal strategies are already 
developed and applied for the KBUD of Melbourne. For example, Melbourne City Plan 
2010 builds on a vision for the city by focusing on nine key directions mostly 
concentrating on the liveability and prosperity of the city. The objectives of 2010 
Melbourne City Plan reveal some hints about how the city’s future is planned as a KC 
(Melbourne City, 2003: 34): 
 
 Develop Melbourne as a gateway for biotechnology in Australia and the Asia-
Pacific region; 
 Redress the skill shortage in the ICT sector and build Melbourne’s reputation as the 
ICT capital of Australia;  
 Attract key strategic knowledge industry businesses to move to Melbourne and 
support and facilitate innovative start-up businesses;  
 Promote growth in Melbourne’s tertiary education services;  
 Develop and promote Melbourne as a place that understands, respects and operates 
successfully with other business cultures;  
 Develop and promote Melbourne’s diverse and highly skilled workforce regionally, 
nationally and globally to attract global projects;  
 Enhance and promote Melbourne’s liveability and lifestyle options.  
 
The metropolitan strategy plan for Melbourne ‘Melbourne 2030’, much like the City Plan, 
provides vision for a strong and innovative economy based on the view that all sectors of 
the economy are critical to economic prosperity. Economic and knowledge clusters 
(Figure 2) play a critical role in the KBUD success of Melbourne (DSE, 2003). Melbourne 
2030 reads that “[o]pportunities will be protected for internationally competitive industry 
clusters seeking large landholdings, and for major logistics industries that need ready 
access to road and rail networks, airports and seaports” (p:37). This plan also expands 
logistics and communications infrastructure, including broadband telecommunications 
services, to underpin development of the innovation economy which is vital to 
Melbourne’s success (Victorian Government, 2002a). In Central Melbourne, the Central 
Activities District and Docklands are planned to remain a key location for high-order 
commercial development and the retail and entertainment core of the metropolitan area. 
Continued residential development in Central Melbourne would take advantage of this 
area’s unmatched accessibility to jobs, facilities, recreational and cultural opportunities, 
adding to the after-hours vibrancy of the inner areas (Victorian Government, 2002a).  
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Figure 2. Knowledge clusters of Melbourne metropolitan area (Victorian Government 2002a: 87) 
 
The traces of Melbourne’s KBUD are not only evident in the City and Metropolitan Plans. 
The policies of designing Melbourne as a prosperous global city and a KC date back to 
late 1970s. Melbourne and Metropolitan Board of Works’ (1979) report on alternative 
strategies for metropolitan Melbourne, indicating a shift in the denser redevelopment of 
inner Melbourne which “may require a substantial change in housing preferences and 
lifestyles” (p. 15). This change was part of the new urban containment policy to improve 
the quality of life and diverse cultural texture and lifestyle options within the city, and 
address problems of housing affordability. State Government’s 1984 economic strategy 
‘Victoria: The Next Steps’ identified nine areas which Melbourne has competitive 
strengths, including Melbourne’s world class scientific research institutions. State 
Government’s ‘1986 Technology Statement’ acknowledged the strength of Melbourne’s 
research base and pointed out the urgent necessity of a shift from resource-intensive to 
knowledge-intensive industries (Victorian Government, 1986). Beginning from late 1980s 
Victorian Government started to invest and develop knowledge precincts in the 
metropolitan Melbourne region. Social Justice Coalition’s (1991) report on Melbourne’s 
Docklands revealed Melbourne’s vision for knowledge precincts and the development of 
these precincts were seen to provide an effective solution to economic problems. This 
report examined some of the lessons from overseas experience and discussed the 
applicability of these models for Melbourne.  
 
Similarly Department of Planning and Development (1994) saw the prosperity 
increasingly depending on the ability of Melbourne to compete in the world economy. 
Melbourne metropolitan strategy acknowledged that the performance of Victoria was 
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depending, to a large extent, on Melbourne’s global economic competitiveness and also its 
ability to operate efficiently as an urban system focused on knowledge creation. At this 
time, effort was put in to the identification of ‘knowledge precincts’, areas surrounding the 
main university campuses and had special local land use regulations in favour of high-tech 
industries, with links to a nearby university. Knowledge precincts have an important role 
to play in Melbourne’s overall R&D infrastructure. They provide opportunities for 
linkages, technology diffusion and cross fertilisation between high-tech businesses, 
academia and public sector R&D facilities. Successful precincts act as catalysts for 
attracting new talent and investment, building up critical mass in particular areas of 
research and commercialisation (Victorian Government, 1997). Some of the successful 
knowledge precincts of Melbourne include Monash, La Trobe, Werribbee, and Port 
Melbourne/South Melbourne (Boddy, 2000). 
 
To boost sustainable business and trade in Melbourne, Federal, State and City 
Governments have a number of business development and support funds and programs 
(e.g. Victorian Biotechnology Strategic Development Plan 2007) available for small, 
medium size and international companies (Melbourne City, 2004). Melbourne has one of 
the largest concentrations of advanced industrial and scientific research in the Asia-Pacific 
region (Victorian Government, 2004). The depth of research available is evolving into 
clusters of cutting-edge expertise not only in academia, but in sectors as diverse as 
nanotechnology, biotechnology, automotive, aeronautics, financial services and design. 
Location and employment levels of some of these clusters are given in Figure 3.  
 
 
Figure 3. Knowledge clusters of Melbourne City (Melbourne City, 2006: 7) 
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Melbourne ranks in various listings among the world’s most liveable cities (i.e. Economist 
Intelligence Unit, 2005). Quality of life and place of Melbourne plays a significant role in 
this recognition, which is achieved through strategising and carefully planning of its urban 
development and socio-cultural atmosphere. This accomplishment is not only limited to 
bringing all business, education, R&D clusters together, but also other clusters such as 
tourism, sports, art and culture have immense contributions to its transition into a KC. On 
top of these cluster developments alternative inner city lifestyle options such as 
‘Docklands’ and ‘post code 3000’ also contributed greatly to the reputation of Melbourne 
in its long journey to become a globally admired KC.  
 
4. Conclusions 
‘The Most Admired Knowledge City Awards’ acknowledged Melbourne among the 
emerging KCs around the world that are successfully engaged in formal and systematic 
KBUD processes under the flag of KC (World Capital Institute, 2007). Melbourne’s 
KBUD accomplishment was mentioned for reasons particularly referring to its strength in 
“depend[ing] more on the assertive actions from its local leadership, and the kind of local 
resource management to achieve in shorter periods of time” (World Capital Institute, 
2007: 34). Other foundations of Melbourne’s success were scrutinised in this paper to 
respond to the question of whether Melbourne’s KC development is simply happening 
through reshaping of the city to act as a knowledge centre, or whether its development is 
part of the innovation and knowledge base associated with the continuing organic growth 
of Melbourne. The findings point out to the latter option for the Melbourne case, although 
to answer such question clearly requires more in depth level of scrutiny. However there is 
a good evidence from the Melbourne experience that education and R&D institutions, 
three tier government and communities are altogether supporting the emergence of 
Melbourne as a KC. Global recognition of Melbourne as an emerging KC and processes 
that have been established in Melbourne provide some useful insights for policy makers of 
other cities in designing, developing or moving towards a KC. 
 
The research universities, particularly Monash University, Royal Melbourne Institute of 
Technology, and University of Melbourne, play a pivotal role in the development of the 
KC by both educating and training the required workforce and professions for economic 
development through technology, and achieving scientific significance. They create, 
develop and maintain new technologies for emerging industries, and also contribute to an 
improved quality of life and culture within the city. In addition, they attract large 
technology companies through industry collaboration schemes.  
 
Australian Federal Government plays an indirect but a supportive role through financially 
sponsoring universities and R&D programs. At the State level Victorian Government has a 
significant impact on the development of the KC through financing education related 
development activities and providing industry start-up funds. At the local level Melbourne 
City Council has a noteworthy impact on company formation and relocation, quality of 
life, competitive rate structures and infrastructure. Continuity in Federal, State and Local 
Government policies and their support for Melbourne’s knowledge clusters will have an 
important impact on maintaining the momentum in the economic, social and cultural 
growth of Melbourne. At the community level State Government (i.e. Department of 
Victorian Communities) and Melbourne City Council have been very active in providing 
an environment for community development and public participation in local decision 
making. 
 
Large international enterprises are vital as they play a catalytic role in the expansion of 
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the KC by maintaining relationships with major research universities, and becoming a 
source of talent for the development of new companies. These companies also contribute 
to job creation and indirectly support an affordable quality of life in Melbourne. Small and 
medium-sized enterprises are extremely important in commercialising innovations, 
diversifying and broadening the economic base in Melbourne. They also contribute to job 
creation, provide opportunities for venture capital investment and spin companies out of 
the university and other research institutes.  
 
Policy-makers provide vision, communication and trust for developing consensus for 
economic and urban development and knowledge diversification, especially through their 
ability to network with other individuals and institutions locally, nationally and globally. 
Besides, consensus among and between segments is essential for a KBUD, growth, 
expansion and especially for affordable quality of life of the KC. Whilst the strategic 
planning frameworks help to guide Melbourne’s emergence as a KC, the strong economic 
and cultural foundations that Melbourne possesses can not be ignored. Melbourne’s 
universities, talented workers, knowledge precincts, strong cultural characteristics and 
economic base provided a robust platform for Melbourne’s growth. The strategies that 
have been put in place for the emergence of Melbourne as a KC are building on this 
platform, further propelling Melbourne as a KC without recreating it. 
 
The making of a KC is a long and complicated process, but it is evidently a path to follow 
for the most sustainable urban development. Melbourne and other KC good practices can 
be used as guidance for cities that are willing to pursue KBUD. However, each city is 
unique and characterised by different geographic, socio-cultural, economic and political 
conditions. Therefore, customised KBUD strategies should be developed for the unique 
urban circumstances, competencies, opportunities and challenges of that particular city.  
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